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TRENDS IN MUNICIPAL TAX REVENUES 


How much will our cities shrink in size? How are new municipal revenues to be raised?—Bhree—recent 
analyses on these and other questions facing cities are worthy of consideration by the community builder and 


landholder in evaluating current trends in municipal tax revenues. 
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Most challenging is that of Tax Insti- 


tute, Inc. which pulls no punches in discussing the problem in its March issue of “Tax Policy.” Says the In- 


stitute: 
Shrinkage 


“Cities do not share in the sovereign 
rights.that are divided between the 
federal government and the states... 
Thus we find the unit of government 
which is fiscally most vulnerable to 
economic conditions in the least posi- 
tion to do anything about it.” 

After analyzing the “centrifugal 
forces” which are decentralizing the 
city at an accelerating rate, the Insti- 
tute perhaps over-simplifies the prob- 
lem by attributing the cause to the 
“one word, transportation.” 

“A new type of city may emerge with- 
in the next fifty years ... not a city 
of homes but of manufacturing estab- 
lishments, markets, schools, churches, 
theaters, civic buildings. People will 
come to the city to buy and to sell, to 
work, worship, and play, but more and 
more of them will live elsewhere. 
Nevertheless it is to be expected that 
there will always be a substantial resi- 
dent population. 

“How much will the cities shrink in 
size? . . . Is it reasonable to suppose 
that the more densely packed areas of 
the cities will lose from twenty to fifty 
per cent of their population during the 
next few decades?... 

“The answer might be yes, granted 
adequate transportation facilities were 
available. .. . Trains and subways can 
add on coaches. Buses can be increased. 
More and more private cars can be 
brought into use. A certain proportion 
of the commuters can utilize air trans- 
portation. But will the resulting traffic 
congestion make commuting a _ night- 
mare for everyone, including the com- 
muters?” 


Effect on Taxes 


Discussing the city’s fiscal problems 
against the background of decentraliza- 
tion “boldly and brutally,” the Tax In- 
stitute says: “The average city in the 


United States derives almost 90 per 
cent of its tax revenues, and about 75 
per cent of its total revenues, from the 
property tax. ...A shrinking popula- 
tion results in declining land values. 
Declining land values mean decreasing 
property tax collections. 

“Both city officials and property hold- 
ers are reluctant to accept the prospect 
of a declining population and shrinking 
values. The former because it means 
decreasing revenues; the latter because 
it means writing off capital values, 
when for 200 years the American psy- 
chology has been keyed to ever-in- 
creasing land values. .. . So far is the 
general public from accepting this de- 
velopment realistically that we find 
widespread demand for a policy of re- 
habilitating blighted areas by having 
the government pay the difference be- 
tween the prices demanded by land- 
owners and the prices that would be 
economically justified by any use to 
which the bulk of blighted area land 
could ever be put. .. . Where would 
such a policy of government subsidy 
begin and end? 


No Effect on Spending 


“Although the declining urban popu- 
lation means shrinking taxes, it un- 
fortunately does not mean shrinking 
expenditures. 

“Costs do not decline for two major 
reasons: (1) the commuting population 
does not desert the city altogether, (2) 
the shrinkage is in population, not in 
area.” 

Municipal tax measures adopted re- 
cently in addition to those now in force 
in Toledo and Philadelphia indicate the 
trend. These include the following: 

“Baltimore: A 15 per cent gross re- 
ceipts tax on public passenger motor 
vehicles operated over fixed routes. 

“Chicago: An annual $50 tax on juke 
boxes. 


“Indianapolis: Installation of parking 
meters. 

“Omaha: Cigarette tax of 2 cents per 
package. 

“Miami and Shreveport: Bus fran- 
chise of $2.50 per passenger seat per 
year. 

“Sacramento: 
disposal charges. 

“Norfolk: A 10 per cent amusement 
tax.” 

The article concludes, “The general 
property tax, which cities have histor- 
ically relied on as the principal source 
of tax revenue, has reached its maxi- 
mum return and is already declining as 
a source of revenue in many communi- 
ties.” 


Provision for sewage 


More Spending Seen 


In the March issue of “Public Man- 
agement,” Carl H. Chatters, Executive 
Director of the Municipal Finance Of- 
ficers Association, says: 

“There seems to be substantial agree- 
ment that cities face a number of reve- 
nue problems, although the exact state- 
ment of these problems varies. . . 

“The new housing program will re- 
quire a huge capital outlay by cities to 
provide sewers, streets, water lines, and 
all other public facilities. No great 
expansion of housing can take place 
without a corresponding growth of 
public facilities. ... 

“There are probably few cities today 
which can rely on a steady rise in as- 
sessed valuations [of real estate] to 
furnish the money for the postwar era. 
An important boom to meet the in- 
creased demands for housing and build- 
ing facilities will undoubtedly come. 
The increased assessed valuations due 
to new housing and higher sales prices 
will not result in greatly increased tax- 
able valuations.” 

In considering sources of revenue. 
Mr. Chatters says there is disagreement 

(Continued on Page 4, Col. 1) 
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Plan-iterials .. . 


The Wagner-Ellender-Taft Bill, S. 1592 


This is the revised Wagner-Ellender Housing bill, S. 1342, analyzed in the 
September 1945 issue of URBAN LAND. The new bill, as passed by the Senate 
on April 15, 1946, contains all of the features previously objected to by the ULI 
with some new ones added. 

We again are calling your attention to the bill because we feel it is a dan- 
gerous and dishonest piece of legislation, the real object of which is being hidden 
under the smoke screen of veterans’ aid and assistance to private enterprise. 
Therein lies its danger, for the real objective of its sponsors, as we see it, is to 
secure legislation which will inject the Federal government into large areas of 
housing enterprise which it has not previously entered and will set up vast new 
and permanent controls over the home building industry and over local muni- 
cipal affairs. 

The true import of this legislation should be honestly faced whether you are 
for or against vast additions to the Federal public housing program and the in- 
creased control of local affairs by Washington officials. 

The bill as passed by the Senate will effect the following: 

Title I perpetuates and increases the war-time powers of the National Hous- 
ing Agency, placing the Federal Housing Administration, the Federal Home Loan 
Bank, and the Federal Public Housing Authority under the control of a single 
administrator. 

We believe this to be a waste of public money and an unnecessary dupli- 
cation of authority. The FHA and Federal Home Loan Bank Administration, 
which deal with the financing of private construction, should be under the RFC 
and entirely divorced from the FPHA, which should be placed under the Federal 
Works Agency. 

Title II sets up an elaborate research and market analysis division under 
NHA and provides for grants and free architectural and site planning services 
to local communities. 

We do not agree with this view because research to be effective must be 
impartial and should be entirely separated from the operating agency, or its find- 
ings will inevitably be colored. We believe that professional services in fields 
now adequately manned by private practitioners should not be furnished free by 
the government. 

Title III enlarges the scope of FHA insurance and expands the lending powers 
of Federal Savings and Loan Associations. 

Title IV drastically liberalizes FHA mortgage insurance terms, including 95% 
loans at 342% interest, 40-year term on co-operative apartments. 

Title V provides a new form of government guarantee insurance assuring a 
minimum yield on private investments in low-rent housing projects. 

We believe these measures to liberalize credit are unnecessary and dangerous 
during an inflationary period. There is no shortage of building funds or credit. 
Lack of building materials and labor are the bottle necks. 

Title VI provides Federal grants and subsidies to municipalities for rede- 
velopment of blighted areas principally by new housing, and under strict Federal 
control. 

We strongly support urban redevelopment, but we feel that the Federal con- 
trols which would accompany this seductive offer are un-American and a dan- 
gerous encroachment in the field of local government. We also question the need 
of Federal aid to accomplish urban redevelopment. 

Title VII accelerates public housing construction five times its pre-war rate, 
involving an expenditure of $4 billion of Federal funds. 

Title VIII provides for the expansion of public housing to rural areas and 
sets up a $1,125,000,000 subsidy for this purpose. 

Title IX permits war housing to be turned into public housing with pref- 
erence to veterans. 

Title X calls for annual estimates of housing needs by the NHA with recom- 
mendations as to volume of public and private housing to be constructed. 

We believe that such estimates and recommendations should be made by an 
outside agency, such as the Department of Commerce and not by those in an 
organization whose jobs and future depend upon the figures they produce. 

An amendment to the bill was forced through the Senate by organized labor 
requiring that prevailing “Union” wages be paid on any FHA housing. Com- 
missioner Foley has stated that this would completely kill the FHA activities in 
single family homes. 
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1946 REDEVELOPMENT LAWS 


Virginia and Georgia are the first 
states to enact redevelopment legisla- 
tion this year. The Virginia law covers 
Richmond only, and falls into Urban 
Land Institute’s Group I (see Technical 
Bulletin No. 2). Three or more persons 
may form a redevelopment corporation 
with power of condemnation. The State 
Corporation Commission and the local 
planning agency have broad powers 
over location, plans, financing and oper- 
ation of a redevelopment project. 

Copy of the Georgia law has not yet 
been received, but first reports indicate 
it to be in Group II. It is understood 
that private developers are given a six 
month’s preference period. Acquisition, 
planning, clearing and redevelopment 
are otherwise a function of the housing 
authority. Plans are subject to local 
Council or planning board approval. 

Group II type of legislation making 
the Public Housing Authority the Re- 
development Agency is not recom- 
mended by the ULI. Public housing is 
only a part, and sometimes a small part, 
of a sound redevelopment program. 
The blighted areas must be redeveloped 
for the benefit of the city as a whole, 
not just to provide dwellings for an 
unfortunate segment. It is of vital 
importance that the Redevelopment 
Agency have the broadest viewpoint 
and not be special pleader for a partic- 
ular economic group or social theory. 
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HOME BUILDERS VIEW LAND 
PLANNING, SHOPPING 
CENTERS 


Land planning, shopping centers, and 
the need for a more realistic approach 
to subdivision regulations on the part 
of municipal authorities were top sub- 
jects discussed at the opening session 
of the annual convention of the Na- 
tional Association of Home Builders at 
Chicago in February. A panel of home 
builders, and technicians in planning, 
architecture, and engineering, with 
Seward H. Mott, director of ULI, as 
chairman, discussed a series of previ- 
ously prepared topics ranging from cur- 
rent trends in lot and block sizes to the 
planning and operation of suburban 
shopping centers. 

Participating in the discussions were 
Maurice Read of San Francisco, Charles 
Joern of Chicago, Waverly Taylor of 
Washington, D. C., John Taylor of Kan- 
sas City, and David Bohannon of San 
Mateo for the builders, and Carl Gard- 
ner, Chicago Plan Commission, Marcel 
Villanueva, architect of East Orange, 
New Jersey, Gabriel Harman,,planning 
consultant of Denver, and Charles Eve- 
land, highway and utility engineer for 
FHA. 

Concensus of the builders was that 
although there was a growing trend 
toward the wider lot and ranch type 
dwelling, the increased costs involved 
would dictate the conventional two 
stories and fifty-foot lot in the $6,000 
to $8,000 field for some time to come. 
Longer blocks up to 1,200 and 1,500 feet 
came in for general approval as de- 
sirable with respect to site planning, 
traffic, and cost saving. Well planned 
longer blocks may be expected to lower 
street costs up to 12% of total improve- 
ment costs. 

Unanimous agreement could not be 
reached on the provision of park and 
playground areas in block interiors, 
however. While John Taylor stated 
that the J. C. Nichols Company had 
found them _ unsatisfactory, Messrs. 
Read and Bohannon expressed satisfac- 
tion with the results obtained in Cali- 
fornia. 

Opportunities open to builders for 
the acquisition and development of tax 
delinquent lots—there are some 200,000 
in Chicago—were pointed out by Mr. 
Joern. Most of them have utilities in- 
stalled, many are consolidated and can 
be replatted along modern lines. The 
unduly high minimum size of lots and 
excessive street widths required in 
some cities with relation to the demand 
for low-cost housing was blamed for 
making the sites for such housing very 
difficult if not impossible to use within 
permitted price ceilings. 

Homes Associations were endorsed as 
effective and necessary organizations in 
the medium and low-cost field. 


Need for a complete analysis of the 
existing and potential trading area be- 
fore building a new shopping center 
was advocated by Mr. Villanueva. A 
recent National Committee on Housing 
survey indicates that in general a popu- 
lation of 2,500 persons would support 
up to ten or twelve stores, permitting 
for competition, with total receipts of 
slightly over $200,000 per year. 

Higher ratios of parking space in 
shopping centers were urged, especially 
where a large amount of automobile 
trade is expected. Ratios recommended 
ranged from one square foot of parking 
for each square foot of store area up to 
three to one, with two to one as a rec- 
ommended minimum in most cases. 


REHABILITATION PAYS 


That rehabilitation of old residential 
structures in blighted districts is eco- 
nomically feasible is indicated by a 
demonstration conducted by Civic 
Housing, Inc., a group of fourteen pub- 
lic spirited Kansas City business men, 
including ULI Trustee J. C. Nichols 
and headed by Realtor Carl B. Rechner. 

A sample project, an eighteen unit 
apartment property in an old section 
of Kansas City, was purchased along 
with an adjoining lot for approximately 
$10,000. $13,000 was spent for complete 
rehabilitation, bringing the total cost to 
$1,278 per dwelling unit. 

Prior to acquisition, the property was 
economically unsound and physically 
undesirable for occupancy. Demolition 
within a few years was a near cer- 
tainty. 

Rehabilitated four-room apartments 
are now renting for $30 per month in- 
cluding heat, water, janitor service, and 
parking space. Basement lockers and 
laundry facilities are provided. 

Conclusions reached by Civic Hous- 
ing on basis of the demonstration are 
that rehabilitation can offer the lower 
income families healthy modern hous- 
ing; it is profitable and worthwhile for 
owners to rehabilitate; rehabilitation 
will help to stop decentralization with 
corresponding benefit to the downtown 
business. district; and _ rehabilitated 
properties will be able to carry their 
fair share of the local tax burden. 


NEW MEMBERS WELCOME 


Membership in the Urban Land 
Institute is open to any individ- 
ual, company or organization. Its 
objective is to advance research 
and education for practical meth- 
ods of assuring sound city growth, 


conservation of present business 
and residential areas and recon- 
struction of blighted areas. Serv- 
ices and publications of the Insti- 
tute are available as follows: $10 
per year, for individuals and li- 
braries; $25 for corporations, as- 
sociations and public agencies; 
$100, sustaining membership. 





HOUSING SUBSIDIES NOT 
FAVORED 


Commenting on a proposal for a new 
type of subsidy to facilitate housing in 
the United States advanced by C. D. 
Williams, New York attorney, M. K. 
M. Murphy, president of the Boiling 
Springs Savings and Loan Association 
of Rutherford, New Jersey, presents 
some counter arguments to subsidies in 
general in the February issue of “To- 
morrow’s Town.” 

“Subsidies of any kind,’ says Mr. 
Murphy, “encourage and increase in- 
flation. They interpose artificial bar- 
riers to prices reaching their natural 
supply-demand levels which in turn 
would tend to absorb excess purchasing 
media and thus lessen demand. At the 
same time, normal price reactions in- 
duce production which in turn brings 
lower prices without government price 
controls. When you try to hold prices 
down by subsidies, you are not actually 
reducing the cost of living. Subsidies 
must be paid for by taxes. In the final 
analysis, you are not keeping costs 
down and are only helping to create a 
still further dislocation between supply 
and demand. Further additions are 
merely added to the Federal Govern- 
ment’s deficit, thus resulting in more 
purchasing power being added to an 
already excessive amount—more infla- 
tionary pressure.” 

Noting that the one item in housing 
which is more abundant and cheaper 
than ever before is credit, Mr. Murphy 
states that what is needed is not more 
credit but more production of materials 
and the removal of restrictive labor 
practices. It is pointed out that 800,000 
dwelling units a year are attainable as 
private enterprise built 937,000 in 1925 
with smaller production facilities than 
are now available. " 


Senate Bill 1592 


(Continued from Page 2) 


Look this bill over carefully. It is 
receiving strong support from the CIO 
administrative officials and many pub- 
lic housing groups. We feel that much 
of it is dangerous and inflationary and a 
menace to home rule and the veterans’ 
housing program. It is not emergency 
housing legislation. It does not assist 
private enterprise or the early construc- 
tion of veterans’ homes. The bad fea- 
tures so outweigh whatever good ones 
there may be that its passage, in our 
opinion, would hinder rather than aid 
sound urban development. S. H. M. 


CORRECTION: “The Art of Building 
Cities,” published by Reinhold Publish- 
ing Corp., sells for $5.50 instead of $5 
as was quoted in the February issue of 
URBAN LAND. 
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Trends in Municipal Tax Revenues 

(Continued from Page 1) 
as to the precise taxing methods which 
can be applied. Proposals include (1) 
Special service charges for city services 
(2) Income or payroll tax such as has 
been adopted by Philadelphia and To- 
ledo (3) Revenues from increased own- 
ership of utilities (4) Municipal sales 
or consumption taxes and (5) Greater 
centralization of tax collection by either 
state or federal government or both 
with compensating revenues to the 
municipality. 

The municipal revenue system must 
be tailored to special character of the 
city. Considerations include size, geo- 
graphical relationship to other cities, 
stage of growth or “decadency,” muni- 
cipal service standards demanded by 
citizens, character of wealth, character 
of life, i.e., resort, 
tory,” industrial cities, etc., and finally, 
differences in city and state taxing sys- 
tems. 


“dormi- 


“Group” Revenue Sources 


One approach offered to the problem 
is to consider the specific groups within 
the city and the revenue to be derived 
from each group. “For example, to 
reach rent payers a city could consider 
an occupancy tax, special service charges 
for sewer service and garbage collec- 
tion, public utility service consumer's 
tax, water tax, and tenancy (rental) 
tax. To reach non-residents who work 
or trade in the city: an earned income 
tax [as adopted recently in Philadel- 
phia and Toledo], tax, 
amusement licenses, sales tax, parking 
meters, itinerant merchant's tax. Own- 
ers of tax exempt property might be 
reached through a fire protection serv- 
ice charge, garbage collection and sewer 
rental charges, special assessments for 
current operating purposes, payments 
in lieu of taxes by public authorities, 
public utility service consumer’s tax, 
and higher rates by city-owned utilities 
or taxation of private or public utilities 
with consequent higher rates.” 


admissions 


Better Tax Spread 

Pointing out the inability of real 
property to carry any more of the tax 
burden in New York’s cities, Paul Stu- 
denski, Professor of Economics, New 
York University, states in the January 
“National Municipal Review” that it 
would be most unfortunate if munici- 
palities endeavored to procure most of 
their additional requirements in reve- 
nue from property taxes, especially 
during the next five year period of ex- 
pected expansion in municipal improve- 
ments and services. His solution sug- 
gests (1) additional specific aids and 
general allocations from shared taxes 
from the state, (2) municipal taxing 
powers to permit levies on public util- 
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ity bills, theater admissions and gross 
receipts from business, (3) income tax 
on salaries and wages earned within 
the city and on occupants of buildings 
based on actual or imputed rents. 

It is pointed out that the latter two 
methods have the advantage over the 
property tax of bringing home to all 
citizens the increased costs of govern- 
ment and of reaching all persons who 
benefit by the city’s services. 

In order to avoid piling up large 
debts during periods of expansion, it is 
suggested that borrowing should be re- 
stricted during the next few years 
largely to revenue producing projects 
with some flexibility provided for debt 
retirement keyed to periods of pros- 
perity and depression. 

A detailed analysis of this subject 
has recently been made under the title 
of “Where Cities Get Their Money,” 
Municipal Finance Officers Association, 
1313 East 60th Street. Chicago. 229 pp. 
$5.00. M.S. W. 


J. C. NICHOLS HONORED 


On the occasion of completing twenty 
years of continuous service as a mem- 
ber of the National Capital Park and 
Planning Commission, J. C. Nichols, 
Realtor and Community Builder of 
Kansas City, was tendered a testimonial 
dinner in Washington this month by 
Maj. Gen. U. S. Grant, III, chairman of 
the Commission. The dinner was at- 
tended by many high government offi- 
cials, professional and civic leaders and 
other Commission members. Mr. Nich- 
ols’ services to the nation’s Capital were 
praised in a letter from President Tru- 
man in which he wrote: 

“Sound planning is of the utmost im- 
portance at this time, when such a 
heavy and important program of con- 
struction is needed to provide for the 
permanent requirements of our Federal 
Government, and for the needs of the 
city’s population, now grown so far be- 
yond the capacity of facilities that were 
barely adequate before the war. Wash- 
ington is now, as never before, the Cap- 
ital of Capitals, and the eyes of the 
world are upon it.” 

A letter from Frederic A. Delano, 
former commission chairman § said, 
“Few, if any, citizens of the United 
States have done so much for our Na- 
tional Capital.” 

In his address to the group, Mr. Nich- 
ols stressed need for thinking of the 
Capital in metropolitan terms, of pro- 
viding needed circumferential routes, 
reducing the lopsidedness of urban 
growth, saving downtown values and 
combining use of school buildings for 
both educational and recreational ac- 
tivities. He also stressed the need for 
better design in shopping centers. 


DOWNTOWN PARKING TRENDS 


According to the March issue of 
“Planning News,” published by the 
Citizens Planning Association of Cin- 
cinnati, the city is inaugurating a test 
operation in the field of fringe parking. 
Two public areas, the Public Landing 
and the Old Hospital Grounds, are to 
be made available for 1,172 cars with 
the Street Railway Company operating 
shuttle bus service between the areas 
and the central business district be- 
tween ten and four o’clock. Railway 
Company may lease the lots for com- 
mercial operation if the test is suc- 
cessful. 

Kansas City is providing six down- 
town parking lots located within half a 
block of the commercial district, to ac- 
commodate 650 vehicles. 

The St. Louis Board of Estimates has 
approved tentative plans for the con- 
struction of two 1,000 car garages in 
the central business district. It is pro- 
posed that the city acquire the land 
with the downtown business men de- 
fraying the cost of the garages, each to 
cost approximately half a million dol- 
lars. 


ST. PAUL REDEVELOPMENT 
COMMISSION 

Redevelopment projects to be carried 
out in St. Paul, Minn., will be super- 
vised by five members of the Planning 
Board who have been named as the 
Neighborhood Redevelopment Commis- 
sion, according to an article by George 
H. Herrold, Planning Engineer of the 
Board, appearing in a recent issue of 
“Planning and Civic Comment.” Land 
for redevelopment may be acquired by 
the city, or under certain conditions by 
private corporations, after a report and 
recommendation on physical plans by 
the Planning Board and approval of 
physical and financial plans by the Re- 
development Commission after public 
hearing. Corporations are not tax ex- 
empt, no subsidy is provided, and no 
limit is set on return. 

Main feature of the state act under 
which St. Paul is operating, designed to 
induce private corporations to enter 
the redevelopment field, is granting 
power of eminent domain to the cor- 
poration to complete land acquisition 
after 60% of the project area has been 
acquired by option or purchase. There 
is considerable doubt if this provision 
will accomplish its objective. It would 
appear to establish a tremendous han- 
dicap to site acquisition which together 
with other limitations would tend 
rather to discourage private participa- 
tion in land acquisition. In general it 
seems desirable to leave the power of 
condemnation in the hands of the com- 
munity. Fortunately, the law also pro- 
vides for this procedure. 








